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TVA is a wholly-owned corporation of the United States government with the primary objective to

serve the people of the Tennessee Valley by supplying reliable, affordable power, acting as a

steward of the Tennessee river system, and stimulating economic growth. To achieve these

objectives today and tomorrow, TVA’s financial decision-making process focuses on prudent

financial management and what is in the best interest of the Tennessee Valley.

Capital Structure
Before 1959, when Congress made TVA’s power system self-financing, the government

appropriated $1.4 billion of federal funds to TVA to establish the power system. For the past four

decades, TVA’s power program has been self-supporting, while TVA has been repaying the

government for its original investment.

TVA has limited means of obtaining the capital it needs to carry out its mission – primarily

through debt issuance and internal cash generation. Investor-owned utilities, by comparison,

obtain capital through internal cash generation, the issuance of common stock, the issuance of

preferred stock, and a variety of debt options.

Comparative Capital Structures
TVA Compared to the Average Investor-Owned Utility
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TVA’s Financing Goals and Objectives

One of TVA’s six strategic objectives is to reduce the delivered cost of power relative to the

market. One way that TVA is achieving this reduction is by offering unique investment opportu-

nities that provide exceptional value to both investors and TVA.  For the past several years, TVA

has accessed both domestic and global capital markets, issuing cost-effective long-term financing

and continuing to expand its investor base.

TVA has outlined six specific financing goals that will ultimately help reduce the delivered cost

of power:

• Obtain cost-effective financing rates

• Remain customer driven

• Broaden the investor base

• Lengthen average maturity

• Maintain flexibility through optionality

• Build on the TVA yield curve

TVA prudently manages its debt portfolio in part by issuing public offerings that provide high-

quality investment opportunities for investors. TVA issues bonds in a variety of structures, with a

variety of redemption features, maturity dates, and interest payment dates and in several

currencies. TVA securities meet the demand of both institutional and individual investors around

the world who seek high-quality investment options.

As of February 28, 2002, TVA had 49 total long-term public bond issues outstanding, with a

variety of features.

TVA Debt Maturities  
As of February 28, 2002
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Diversification of TVA’s Debt Portfolio – As of February 28, 2002

FY2001 Bond Offerings

TVA brought 12 new offerings to the market in fiscal year 2001, representing $2.7 billion. The first

of these was a 10-year, non-callable $1 billion issue in January. In April TVA launched its

electronotessm program, which provided 9 of these new issues.

TVA issued a 31-year, £250 million ($352 million), sterling-denominated global offering targeted to

investors in Europe in July. TVA also issued $1 billion in 3-year, non-callable global bonds

targeted to investors worldwide in August.
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TVA Bond Issuance in Fiscal Year 2001

TVA Provides Individual Investor-Focused Offerings
TVA brings many offerings to the market that specifically focus on the needs of individual

investors. In April 2001, TVA launched its very successful electronotessm program - a retail shelf-

offering. The program features twice-monthly bond offerings in a variety of callable and

noncallable structures with maturities from one to 30 years. These electronotessm are issued in

$1,000 denominations with monthly, quarterly, semiannual, or annual coupon structures.

TVA’s electronotessm are rated Aaa by Moody’s, and AAA by Standard & Poor’s and Fitch Ratings.

These issues offer competitive fixed income rates and, in some issues, a survivor’s option which

allows the bonds to be redeemed at par plus accrued interest upon the death of the owner

subject to certain limitations.

Issue Amount of Offering

Power Bonds 2001 Series A - Global 1,000,000,000$  5.63%
2001 Series B - Global 352,000,000  5.63%
2001 Series C - Global 1,000,000,000  4.75%

electronotes sm April 26 63,324,000  6.50%
May 17 48,888,000  5.25%
June 1 21,903,000  6.25%
June 14 49,107,000  6.00%
June 28 28,354,000  6.35%
July 12 21,823,000  5.88%
July 26 57,945,000  6.25%

August 16 40,810,000  5.88%
August 30 23,451,000  6.10%

Total 2,707,605,000$  
Weighted
Average 5.36%

Coupon Rate
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Other Recent Offerings Targeted to Individual Investors

2000 Series A-E Quarterly Income Tiered Securities (QUINTS)
• $250 million multi-tranche offering issued in February 2000.

• Five separate offerings of different maturities, coupon rates, and interest payment dates.

• Investor demand prompted TVA to increase the amount of the initial offering by 25 percent.

• Each series includes an estate feature, which allows the bonds to be redeemed at par upon

the death of the owner, subject to certain limitations.

1999 and 1998 PARRS (Putable Automatic Rate Reset Securities)
• $575 million issued June 1998 and $525 million issued May 1999.

• Listed on the New York Stock Exchange under the symbols TVE and TVC.

• First retail security of its type issued - unique feature provides for a possible automatic

downward rate reset after five years, upon certain conditions.

• Provides flexibility for the investor – the bonds can be returned to TVA at par if and when the

coupon rate is reset.

• Investor demand for the first issue of PARRS in 1998 prompted TVA to increase the size of the

offering from $250 million to $575 million.

• Issued in $25 denominations.

1998 Series A Estate Bonds
• $250 million issued in January 1998.

• First TVA issue to offer an estate feature that allows the bonds to be redeemed at par upon

the death of the beneficial owner under certain conditions.

• Offering was increased from $150 million to $250 million due to strong investor demand.

• Mature in January 2018.

TVA’s Global Bond Program
TVA’s global bond program is a key component of its overall financing program. TVA first

accessed global bond markets in 1995 to expand its investor base and lower financing costs.

Consistent with its financing goals, TVA has issued global bonds in a variety of structures and

currencies, including Deutsche Mark and sterling-denominated issues.

TVA had 12 global issues outstanding as of February 28, 2002, for a total of more than $13 billion

in global offerings. Two of these issues were reopened after their initial offering due to strong

demand. TVA’s global bonds represented 58% of TVA’s total long-term debt portfolio as of

February 28, 2002.
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A Summary of TVA’s Global Offerings

• December 2001, $600 million of 15-year bonds that include an option for investors to have the

bonds repaid at par value in five years.

• August 2001, $1 billion in three-year, non-callable global bonds, targeted to investors

worldwide. More than 70% of the bonds were sold to investors in Asia and Europe.

• July 2001, £250 million ($352 million) in 31-year, sterling-denominated, global bonds, targeted

to investors in Europe.

• January 2001, $1 billion in 10-year, non-callable global bonds – 40% of which were sold

overseas.

• June 2000, $1 billion in 30-year, non-callable global bonds - 25% of the bonds were sold

internationally.

• September 1999, $1 billion in 3-year global bonds, attracting investors seeking high quality

bonds with a shorter maturity. 65% of these bonds were sold to investors in the U.S., and 35%

were sold to investors in Europe and Asia.

• December 1998, £200 million ($331 million) in 23-year, sterling-denominated, global bonds,

attracting first-time TVA investors in Europe. Intended to appeal to investors seeking an

alternative to safe, high-quality United Kingdom government bonds.

• November 1998, $2 billion in 10-year global bonds targeted to investors in Europe and Asia.

Strong investor demand allowed TVA to double the size of the original offering amount.

• March 1998, $1 billion of a 15-year structure - designed to establish a large, liquid benchmark

15-year global issue. These bonds attracted new investors throughout Asia and Europe. Over

60% of these bonds where sold in Europe - the highest level of European distribution for a

single TVA issue. Reopened in September of 1998 for an additional $500 million.

• September 1996, TVA formed an alliance with the world’s largest non-sovereign borrower, the

European Investment Bank (EIB), to issue two simultaneous triple-A rated global bond issues

and enter into a back-to-back swap. TVA offered $1.5 billion in Deutsche Mark-denominated

bonds and the EIB offered $1 billion in dollar-denominated bonds. This joint offering created

a ten year benchmark Deutsche Mark issue which acted as a surrogate for German bonds and

established TVA as a non-dollar issuer.

• November 1995, TVA simultaneously offered $1 billion in 5-year global bonds and $600

million in 30-year global bonds – the first time a U.S. issuer simultaneously offered both

intermediate and long-term global bonds. The 30-year issue was reopened in August 1997 for

an additional $750 million to establish a large, liquid benchmark 30-year issue.

• June 1995, TVA issued a $1 billion 10-year global offering that was doubled to $2 billion as a

result of strong investor demand. This sale represented the single largest global bond offering

ever issued by a U.S. agency at that time. Two-thirds of these bonds were purchased by
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International Recognition

TVA has received a great deal of recognition in the international financial community for its global

bond offerings:

• July 2001, praised by Euroweek as “. . . one of my favorites. Every deal they do is 

professional.”

• June 2001, described by the International Financing Review as having “rarity value.”

• January 2001, recognized by Euroweek as an issuer who “excites a lot of enthusiasm from the

investor base.”

• March 1998, the International Financing Review described TVA’s reputation as “…being among

the most innovative of the U.S. Agency borrowers.”

• 1996, Euromoney named TVA the “Best North American Borrower” for innovative bond deals

in U.S. and international markets.

• 1996, TVA’s innovative Deutsche Mark bond issue declared as one of the international “Deals

of the Year” by Institutional Investor.

• 1995, named “Debut Borrower of the Year” by International Financing Review.

• 1995, called “The Most Outstanding Agency Borrower” by Euroweek.
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